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ABSTRACT 
 
Under current law Australia appears to be a tax haven for certain non-governmental institutions.  
Millions of ordinary business income may go untaxed and the deductibility for donations is unlimited - 
both are very generous tax measures in an international context.  The basic problems of most Australian 
nonprofit organisations are not taxation; they are just that: nonprofit.  Anybody interested in the 
non-governmental sector should be willing to face the question:  What is an equitable tax treatment?  The 
short-term tactic of ducking the question may not be the best or most beneficial long term strategy. 
 
1. MILLIONS OF TAX EXEMPT POKER DOLLARS 
 
     "In the vernacular, the Club has money pouring out of its ears and doesn't know what to do 
with it all.  So what?  Provided its main object is the promotion of bowls, the fact that it 
also produces repetitive strain injury ("RSI") in some 400,000 non-bowling poker machine 
players whilst at the same time emptying their pockets seems to me to be utterly irrelevant." 
 
The description is quite adequate of a Bowls Club holding more than $10,000,000 in cash and in a typical 
year making a profits of more than $4,500,000 from poker machines.  Even after getting used to the 
relatively outspoken language of the Australian judiciary tradition, it may be somewhat more surprising 
that the quote is taken from a recent Administrative Appeals Tribunal in federal tax matters.  The really 
striking and internationally spectacular feature of this quote is, however, that it is the central part of the 
argument why the bowls club should remain tax free.  In most other countries, having money pouring out 
of your ears, usually will have you pouring a little into the tax inspector's coffers, too.  Not so, Down 
Under. 
 
The decision cited is Tweed Heads Bowls Club v Federal Commissioner of Taxation, 22 September 1992, 
92 ATC 2087 at 2099.  The decision was - understandably - appealed.  The appeal was withdrawn after 
the presumably frustrated Australian Tax Office lost a similar case in the Federal Court of Sydney, 1 March 
1993; the same court to which the Tweed Heads Bowls Club appeal was headed.  In this other case, 
Terranora Lakes Country Club Limited v Federal Commissioner of Taxation, 93 ATC 4078, the club 
derived 90.3% of its revenue from poker machines, bar trading and catering.  In the disputed year of 
income, the revenue from poker machines alone was in excess of $5,000,000.  Having lost Terranora 
Lakes Country Club the chances of winning Tweed Heads Bowls Club in front of the same court would be 
much slimmer than the prospect of making a gain out of - for example - playing the poker machines. 
 
Most `laypeople' will shrug away from discussing concrete tax cases; the tax law is reputed for being so 
technical and complicated.  In relation to the taxation of nonprofits in Australia, this shyness is not an 
adequate response.  The current law as laid out in the cited decisions is not very difficult to comprehend.  
If an association having a tax exempt objective, for example the promotion of an athletic game or sport, 
Tax Act s23(g), it will be tax exempt.  The tax exemption does not only extend to the income from the 
sport activities, but encompasses all other activities as long as the income will be spent for the furtherance 
of the exempt purposes.  Income from unrelated business activities and pure trading activities will be tax 
exempt.  On this point, Australian tax law seems to be one of the last of a rare species among the tax 
systems of western industrialised countries.1
 
  One thing is not taxing sport activities; quite another to 
allow for tax free financing of those activities through unrelated business activities. 
                                            
1 In the survey by Weisbrod 1991 Israel and Hungary are mentioned as countries allowing for tax-free commercial 
activities for non-profits as long as the proceeds are applied to the tax-exempt purpose, pp.20-21.  In New Zealand the 
Income Tax Act 1976 s61(27) allows for tax exemption for - unrelated - business income of charities.  There is a 
considerable practical limitation on the exemption for business income of charities.  The exemption is not available if a 
person associated with the charity obtains income or some benefit from the charity that she is able to arrange through 
association with the charity.  A charitable organisation seeking this tax exemption must obtain the Commissioner's 
approval each year (1990 New Zealand Master Tax Guide pp.519-20).  In spite of the restriction, this tax exemption is 
disputed and may be changed (Rowe 1993). 
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The poker machine cases do not only make for discussions of policy, but also terminology.  The 
term `nonprofit' is often used to refer to all those organisations, including charitable trusts, that 
may obtain tax exemptions.  Labelling clubs making millions of dollars annually as nonprofit, 
may not seem very appropriate.  As long as the organisation is prohibited from making any 
distributions of its income to its members so that they may not directly take part in the profits, the 
term nonprofit organisation has traditionally often been applied.2
 
  For the sake of simplicity I 
shall adhere to this terminology, while at the same time reminding the reader that nonprofit 
organisations, that is organisations with a distribution constraint, may be very commercialised, 
and, indeed, highly profitable. 
 
2. TAXATION LACUNAE 
 
Australian tax revenue as proportion of GDP is not far above 30% and lower than for most 
OECD countries.  Like Americans, the Australians are a lightly taxed people.  There is a long 
way to the top of the tax pyramid with the Scandinavian countries and Holland where the taxman 
rakes in around 50% of GDP, up to 60% more than in Australia.  The very liberal taxation of the 
poker millions of `nonprofits' may fit into such a picture.  
 
The Australian legislature has, nevertheless - or in desperate needs for more revenue - 
developed the tax legislation into a very sophisticated revenue booster.  The Australian tax 
base has been considerably widened as part of the tax reforms of the eighties.  Any tax 
legislation has its peculiarities, but not many countries will for example like Australia go to such 
extremes in widening the tax base as taxing the benefits in the form of car parking provided to 
employees on the premises of the employer where the costs or part thereof are met by the 
employer, the parking area is within 1,000 m of a commercial car park and the car is parked for 
more than 4 hours between 7.00am - 7.00pm.3
 
  This complicated, paperwork-demanding and 
probably irritating piece of tax legislation faced many Australian employers and employees with 
effect from 1 April 1993.  Going back to work on a Monday morning to put her car into the 
taxable parking space, the distance may seem far, indeed, to the tax free millions pouring out of 
the ears of the poker clubs visited by the employee during her weekend break.  
In the international tax area Australia has introduced legislation relating to for example overseas 
investments and international financial operations (`controlled foreign companies' and `thin 
capitalisation') that have been more comprehensive and demanding than in many other 
countries. 
 
Many tax scholars might call the Australian tax legislation on for example fringe benefits and 
international transactions advanced and sophisticated.  For myself, I would be somewhat 
reluctant in using such terms as the Australian tax legislation to me appears as too detailed and 
technically complicated; not the least so when considering the relatively small size of the 
Australian population and the economy (not the geography) of the country.  Also, the Australian 
tax legislation in some fields seem quite `aggressive'; in the international field legislation such as 
the thin capitalisation rules may easily result in double taxation which it is hard to justify under 
any theoretical point of view.  
 
Regardless of how one might approve of the Australian tax legislation in general, I think most tax 
scholars would find it hard to disagree that the taxation of `nonprofits' comes through as some 
kind of protected lacuna.  
 
Not only may parts of the Australian tax legislation appear as `aggressive' towards the 
                                            
2 See for example Fletcher 1986 pp.32-34. 
3 Fringe Benefits Tax Assessment Act 1986 s39A-39E. 
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taxpayers.  The Australian Tax Office is infamous not only in Australia, but also abroad, as 
being quite aggressive in pursuing the interests of the revenue.  This impression may not only 
be an unjust generalisation based on literary tales as in Peter Cary's internationally known book 
The Tax Inspector.  Taxpayers in many countries would not have tolerated their tax office 
putting forward proposals for `commissions' to its different departments when raising more tax 
than anticipated as some kind of modern management incentives.4
 
  Although an association 
may qualify for tax exemption, its income is not automatically exempt from tax.  The association 
is required to apply to the Tax Office for the exemption.  Anectodical evidence suggests that the 
number of applications is considerably lower than the actual number of associations de facto 
operating as tax exempt organisations.  If true, such a tendency might indicate that the Tax 
Office is not overzealous in this area. 
The tax privileges afforded nonprofit organisations have caused some concern.  In 1975 the 
Taxation Review Committee in its full report stated: 
 
     "There should, in the Committee's view, be a limitation of the exemption of the 
income of the organisations ...  There are undoubtedly cases, at the present time, 
where some of these organisations are carrying on business operations in 
competition with taxable persons and, through, the exemption from tax, are enjoying 
an unfair trading advantage.  Exemption should continue to be given to income 
arising from business activities directly related to the carrying out of the purpose for 
which the organisation was established and which gives it entitlement to exemption 
but not to other business income."5
 
 
The reasoning is sensible and would have brought the Australian tax law on tax-exempt 
organisations into line with most other countries.  Nothing came of it.  
 
A review of the tax regime of nonprofit organisations may take place in connection with the 
forthcoming report by the Industry Commission.  In 1992 the Federal Treasurer placed 
"charitable organisations" on the forward working plan of the Industry Commission.  In July 
1993 a draft of the terms of reference for the inquiry was prepared for comment by the State 
Premiers.  The draft terms of reference art. 1(4)(e) includes "the appropriateness of the present 
taxation treatment of charitable organisations".  Licensed and sporting clubs, causing some of 
the most striking tax paradoxes regarding the tax exemption for unrelated business income, are, 
however, not covered by the terms of reference.6
 
  Nevertheless, any change regarding the 
taxation of unrelated business income for the organisations covered by the inquiry probably 
would have repercussions for other tax exempt organisations.  Nothing in the terms of reference 
for the Industry Commission indicates that the unrelated business income exemption is 
specifically targeted for its analysis. 
3. OTHER TAX EXEMPTIONS AND TAX BENEFITS 
 
3.1 Other taxes7
 
 
Australian nonprofit organisations may not only benefit from an exemption from income taxation. 
 In the rich fauna of the three governmental tiers of Australian taxes, at the Commonwealth, 
                                            
4 See for example as one of many newspaper reports on the proposed incentive schemes: Bonus plan for tax men, The 
Australian Financial Review, July 5, 1993 p.5.  On the other hand, the Australian concept of mateship might have 
found it hard to put up with the US longstanding tradition of rewarding with certain percentages people informing the 
Internal Revenue Service about the tax avoidance of other (should be) taxpayers. 
5 Taxation Review Committee.  Full Report 31 January 1975.  Parliamentary Paper No. 136 p.344. 
6 See the terms of reference art. 2 and the criticism by McGregor-Lowndes and McDonald 1993 p.4. 
7 See Carr 1993 for a further description of the current law of exemptions for nonprofit associations from other taxes than 
income taxes.  See also Noakes and Carrabs 1991. 
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State and Council level, exemptions from taxation for nonprofit organisations are normally part 
of the legislative package.  In relation to some of these taxes the exemptions may benefit a 
more narrow range of nonprofit organisations than what is the case regarding the income tax 
exemption. 
 
Under the Commonwealth Sales Tax legislation goods for use by a public hospital, a nonprofit 
hospital, a public benevolent institution or a public body established and maintained principally 
for the relief of unemployed persons will be exempt from.   
 
Apart from the Income Tax and the Sales Tax, other Commonwealth taxes that may affect 
nonprofit organisations are the Fringe Benefits Tax, the Training Guarantee Shortfall, the 
Superannuation Guarantee Charge and the Bank Accounts Debits Tax.  It may be discussed to 
what extent the Training Guarantee Shortfall and the Superannuation Guarantee Charge may 
be defined as taxes.  They are both non-deductible charges levied by the Australian Tax Office 
if and when an employer does not spend enough money on the training of her employees or for 
their superannuation schemes.  This definitional question is not of importance in this context.  
The non-deductibility of the punitive charges will, however, no adversely affect associations 
which have been exempted from the income tax.  Apart from the superannuation guarantee 
charge, under all these taxes public benevolent institutions and some other specified nonprofit 
organisations may obtain exemptions from the tax.  Under sections 38 and 39 in the Fringe 
Benefits Assessment Act nonprofit associations which are exempt under the income tax but 
taxable under the fringe benefits tax, may have to pay an additional fringe benefits tax on 
amounts incurred in respect of the provision of entertainment to employees. 
 
At the State level the organisations may be subject to the Payroll Tax, Stamp Duty and Land 
Tax.  At the Council level, Rates may be charged on the holdings of land.   In Australia, all 
States levy the Land Tax, and all, or almost, all councils charge Rates.  A distinction is not 
drawn between urban centres and rural areas.  The Land Tax and Rates are usually levied on 
the undeveloped value of the land.  
 
Many nonprofit organisations will be exempt from the payroll tax.  Some of them are specifically 
exempt as public benevolent institutions, religious institutions, public hospitals - depending upon 
the state legislation in question.  Many small nonprofit organisations will regardless of their 
purpose be exempt as any small employer if the wages they pay are below certain weekly and 
annual thresholds (in Queensland $12,500 per week or $600,000 on an annual basis).  
Exemptions from stamp duty are usually available to certain nonprofit associations such as 
public benevolent institutions and institutions with the primary objective educating students in 
primary or secondary schools.  
 
Exemptions from the State land tax will depend upon the legislation of the state where the 
property is situated.  Land owned by some nonprofit associations such as charitable or 
educational institutions may qualify for exemptions.  Exemptions from local council rates will be 
subject to the regulations and practice of the local council.  This practice will vary from council 
to council all over Australia; the current state of the law in relation to exemptions may also be 
unclear and undergo revisions.  Typically, land used by some nonprofit associations for public, 
religious, charitable or educational purposes may be exempt.  
 
The Australian excise taxes, such as the taxes on petroleum, tobacco and alcohol, and import 
levies, may be levied at both the State and Commonwealth level.  I am not aware of the 
exemptions that may exist for nonprofit organisations from excise taxes.  In most countries, the 
excise taxes are usually very `rigid' with none or just minor exemptions for charitable purposes. 
 
The Goods and Sales Tax (GST) proposed by the Coalition as part of the Fightback proposals 
contained specific, but not very detailed measures regarding the treatment of charities and other 
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specifically mentioned nonprofit associations (L&NP 1991 and L&NP Suppl. 1991).  In an 
international perspective they come across as a fairly liberal middle of the road treatment of 
nonprofit associations when compared to the value added tax (VAT) legislation of other 
countries (Gjems-Onstad 1993).  The GST is basically just another name for the general 
multi-stage consumption taxes normally known as VAT.  A change to a VAT system of indirect 
taxation would however, due to the general structure and mechanisms of the VAT, probably 
make for a relatively harder tax burden for nonprofit associations (Gjems-Onstad 1993).  The 
consequences at the end of the day would depend on a further detailing of the regulations and 
the compensation schemes to be applied. 
 
The Australian treatment of nonprofit associations under her many Commonwealth, State and 
Council taxes may seem confusing.  The confusion is, however, due to the number of taxes at 
different levels.  In many countries, the same confusion would be the result as the number of 
direct and indirect taxes may be bewildering.  To have the same kind of exemptions for 
nonprofit associations applicable for all the taxes in question may be difficult for many reasons; 
the tax legislatures are not identical and the taxes in question attend to different purposes.  In 
an international context, the Australian treatment of nonprofit associations under its indirect 
taxes does not seem neither exceptionally liberal nor exceptionally confusing.  
 
The reservation should be made that it is very hard to make meaningful international 
comparisons of the tax treatment of nonprofit associations under other taxes than income taxes, 
typically indirect taxes and excise taxes.  Even with a common tax structure as under the VAT, 
myriad of items are exempted through the use of different techniques as each country has 
adopted unique ways to adapt the tax to its political, economic and social milieus (TEI 1992 
p.10).  Probably, countries applying a VAT system will tax its nonprofit associations harder; but, 
as already stated, in my opinion this fact is more to be attributed to the general working of a VAT 
than a deliberate difference in the treatment of nonprofit associations. 
 
To find the other striking feature in Australia's treatment of nonprofit associations, we must 
return to the Commonwealth income tax. 
 
3.2 The unlimited deductibility for donations 
 
3.2.1 Donations as business expenses  
 
Donations to nonprofit associations may be deductible for income tax purposes due to two - on 
principle - very different reasons.  If the donation is incurred in gaining or producing assessable 
income for the donor, it is a business expense and deductible as such.  The Australian Tax Act 
allows the deduction under s51(1). 
 
Such a deduction just reflects the mechanism of the income tax as a net income tax.  There will 
be differences between countries as to what may be defined as an appropriate business 
expense such as what kind of connection that will be required between the outlay and the 
income.  Ordinarily, these rather technical questions of definition should not distract from seeing 
the deductions for donations which qualify as business expenses as a normal and integrated 
part of the income tax.  
 
In practice, of course, the deductibility of donations as business expenses will favour nonprofit 
associations with resources, with something to offer in a quid pro quo transaction; such as 
advertising space, visibility and top performers in sports.  The Matthew-principle, or the principle 
of accumulation, repeats itself here as in many other areas of society as well as tax law: to those 
who have, more shall be given (Matt. 13:12).  Nevertheless, the deductibility of donations 
qualifying as business expenses is not something peculiar to Australia, and does not merit 
further consideration in this article - apart from pointing to a certain paradoxical effect of 
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tightening the criteria for qualifying as a business expense or closing down the deductibility of 
pure gifts: Then the Matthew-principle and its discrimination between nonprofit organisations will 
be even more pronounced: Nothing to sell to business of undoubted value; no deduction. 
 
3.2.2 The deductibility of `pure' gifts 
 
The Australian Tax Act s78(1) might serve as an interesting starting point of any sociological 
inquiry into successful lobbying tactics.  A multitude or specific organisations are listed as 
qualifying for a deduction for a gift by Australian taxpayers.  Those who made it over the top are 
organisations like Amnesty International, s78(1)(a) (lxxviii) as well as the Australian Ireland Fund 
(xciii), The Friends of the Duke of Edinburgh's Award in Australia Incorporated (cvi) and The 
Borne Memorials Trust Fund (xcvii).  The list is so long the reader had better not forget how to 
use Roman numerals.  
 
More interesting are nevertheless the general criteria under which any association might try to 
qualify.  Donations to a "public benevolent institution" are deductible, s78(1)(a)(ii) as well as for 
example donations to the `building funds' of many private schools, s78(1)(a)(xv).  The definition 
of a public benevolent institution is more narrow than that of a charity.  A charity will only qualify 
for tax-deductible donations if it has as its object the relief of poverty, sickness, suffering, 
distress, misfortune, destitution or helpless; the relief is available without discrimination to every 
member of that section of the public which the organisation aims to benefit; and certain other 
criteria are satisfied (Carr 1993 pp.12-221.1).  
It is a normal feature of the income tax laws of most countries, even after the tax reforms and 
the widening of the tax basis during the 1980s, with some tax concessions for donations to 
some public benevolent purposes.  Just as in Australia, the qualifying institutions usually will be 
fewer than the organisations eligible for tax exemptions.  
 
The more unusual parts of the Australian legislation on the deductibility of donations are the lack 
of any restrictions on maximum gifts that will be recognised for tax purposes.  Australian 
residents, personal taxpayers as well as companies, can claim deductions up to the amount of 
their entire income (Krever 1991 p.xxi).  The taxpayer cannot claim the deduction as part of a 
loss to be carried forward to later years, Tax Act s 79(c).  This lack of any limitation makes the 
Australian rules into one of the most generous in the world.  Normally, the deduction will be 
limited to a certain amount, or a percentage, typically 5%, 10% or 15%,  of the taxpayer's net 
income before the deduction for the donation has been claimed.  Sometimes the  nominal 
amount and percentage limitations are combined.  
 
In many countries the income tax may consist of different charges such as a basic charge and a 
surcharge.  Sometimes the deduction of the donation to charitable purposes may only be 
claimed against part of the tax.  The Australian income tax has no general surcharge, but one 
additional surcharge by the way of a Medicare Levy.  For most income tax purposes this 
Medicare Levy is treated as the ordinary income tax, Tax Act s251R(7).  Any deductible 
donation will offset also the Medicare Levy and therefore all the income tax that might have 
been charged on the amount donated.  
 
The overall picture appears to be a very favourable treatment of donations under the Australian 
income tax.  For example, within the European Economic Community the only country with as 
liberal rules as Australia appears to be Greece (Allen 1991).   
In the US, a country well known for giving priority to private philanthropy and private funding of 
many public benevolent activities, the Internal Revenue Code s 170 limits the deduction to a 
percentage of the taxpayer's "contribution base"; for corporate donors the limit is 10% of taxable 
income.  As the top federal8
                                            
8 In making comparisons between the US and other countries, the state income taxes should not be overlooked.  They 
 tax rates are lower than in Australia, also taking into account 
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President Clinton's reform package, the tax benefits arising from donations to charitable 
purposes are potentially greater in Australia than in the US. 
 
    4. NO THEORETICALLY CORRECT TAXATION TREATMENT OF NONPROFIT 
ORGANISATIONS OR DONATIONS 
 
In evaluating Australia's treatment of nonprofit organisations, one lacks a uniformly accepted 
standard of reference.  
 
Regarding the tax exemption for the income of the nonprofit, there is a wide body of theorising.  
The subject has attracted much attention in US tax policy discussions.9  In the eighties, the 
so-called tax expenditure analysts tried to show that any exemption for nonprofits was a tax 
subsidy.10
 
  This line of analysis has received some recognition as a useful tool for quantifying 
the implications of different tax provisions, but the concepts of the tax expenditure analysis are 
usually not regarded as sufficient precise to serve as any objective reference of a normative tax 
structure (Gjems-Onstad 1991).  
Within the purpose and space frame of this article there is no point in trying to give an overview 
of the many different theories on how nonprofit organisations should be taxed.  In my view, 
there is no definite and `theoretical' answer to the question.  In the last instance, the legislature 
has to make a choice between different competing theories.  This `pluralist' conclusion holds as 
long as the question is related to the income of the nonprofit organisation that arises when it is 
fulfilling its basic purpose; a hospital, an educational institution and a bowls club charging fees 
from patients, students and members.  It does not hold, however, when the subject is the 
unrelated business income of the exempt organisation; for example the bowling club running a 
poker machine business or a hospital in charge of a cereals manufacturing operation.  
                                                                                                                                                                                       
vary from 0 up to around 10%. 
9 See the instructive surveys of the prevailing theories in Simon 1987 and Hall and Colombo 1991. 
10 The leading work is perhaps the international collaborative report McDaniel and Surrey 1985. 
 
It is hard in the literature on tax exempt organisations to find any theoretically sound  reasoning 
arguing that any unrelated business income of nonprofit organisations should remain untaxed 
only because it contributes to the financing of the primary purposes of the institution.  The 
simple economic reasoning that such an exemption reduces the costs of certain ordinary 
businesses and therefore distorts competition appears as the unchallengeable conclusion.  The 
striking thing about the Australian exemption for nonprofit organisations is both in an 
international and theoretical perspective not that it is there, but its apparently nearly unlimited 
extension to unrelated business income. 
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The deductibility of donations to charitable and public benevolent purposes have also been 
debated to a great extent in the tax policy literature, especially in the US.11
 
  Most people will 
agree that such a deduction is some kind of tax subsidy.  Even this conclusion may not end up 
so clear-cut as it appears.  It is common ground that consumption and savings should be taxed 
under the income tax.  Consumption is nevertheless not a clearly defined concept.  There is a 
difference between a person's immediate consumption of goods and services and a person's 
gifts to others that can make consumption possible for them.   Allowing a deduction for 
donations to charity, that is not taxing them, is something very different from not taxing income 
spent on the taxpayer's holidays or gifts to her children.  Without here going further into this 
conceptual discussion (see Gjems-Onstad 1990), we might conclude that the discussion of 
deductions of donations often takes as a starting point that it represents a subsidy.  The 
pragmatic question of the economists  is then whether this subsidy is wise: Will the deduction 
via both an income effect and a price effect increase the level of giving and the donors' 
satisfaction to a larger extent than the tax rebate itself? The conclusions will depend upon many 
factors, the regulations itself, the tax brackets and income levels of the donors as the incentive 
effects of the deduction may be higher for high income taxpayers.  Conclusive data are hard to 
obtain.  (See for example Brown 1987).  The general impression is, however, that the answer 
is positive.   
It is also debatable how the tax incentive for donations should be structure.  From an equity 
point of view it has been argued that a matching grant or tax rebate system is better than a tax 
deduction.  Under a progressive income tax high income taxpayers will benefit more from a tax 
deduction (the upside-down effect).  It is again a somewhat striking feature of the Australian tax 
deduction that while many deductions were changed to into tax rebates in the 1980s, this was 
not so for donations to public benevolent institutions.  (Krever 1991 pp.21-28).  If donations to 
charities are distinguished from consumption, or other types of consumption, this upside-down 
effect is not so striking.  It is the natural consequence of a progressive income tax when looking 
at the deduction part of the system. 
 
Again, the question regarding Australia is not why there is a deduction for certain donations to 
benevolent purposes, but why it is so far-reaching.  What kind of open or hidden public policy 
agenda has contributed to this very generous treatment of this kind of non-governmental 
organisations? For a visitor, it would be unwise to try to answer the question. 
 
5. AVOIDING OR CONFRONTING THE ISSUES 
 
Australia is a tax haven - for public benevolent institutions.  The problem for most of them is 
probably that they lack the income to benefit from it.  Having millions pouring out of its ears is 
not a typical problem for any charitable organisation - neither in Australia nor in other parts of the 
world.  One might quite simply ask the question: Are the Australian tax benefits to certain 
non-governmental organisations an important matter? Can anyone prove that it does any harm? 
 Do not for example most sporting clubs spend their income wisely?  Would it not be to confuse 
the government's priorities to focus on taxing the minority of non-governmental organisations 
making any money, instead of providing the income flows and income-earning opportunities that 
most of them sorely miss? 
 
The question is probably that you cannot do the one thing without the other.  In many people's 
view, a modern society needs the private benevolent institutions.  Just as the market a long 
time ago, the ideology of the welfare state has reached its limits.  It is not so easy to provide for 
warm hearts by governmental appropriations.  A caring society needs many approaches.  
 
For nonprofit institutions to remain in a strong position, the regulations applying to them should 
concern all interested parties.  It is probably not only the taxman who should be worried when a 
                                            
11 See for a recent contribution for example Sliskovich 1989.  For Australia, see Krever 1991 pp.1-28. 
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nonprofit organisation has money pouring out of its ears.  The nonprofit community has 
continuously to rethink its own agenda and strategy for the future.  In the long run, what kind of 
regulations in general, and tax policy in particular, do its advocates regard as viable, and which 
are not.  For anybody really interested in the vitality of the non-governmental sector in a long 
term perspective, the short term tactic of avoiding potentially contested issues may not be the 
best. 
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